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ABSTRACT ^ * 

^ The student manual for high school level special 
needs students was prepared to provide deaf students with basic 
information about how ^to buy on credit. It gives the student the 
sense of establishing credit capacity by developing a spending plan 
based^^on individual nee^ds, values and goals, and income* Ti^o units 
cover the areas of: (1) buying things on credit and (2) loans. They 
were carefully written for ea^y^reading and cora^^^hension ,an3 provide 
inf otmation,^ vocabulary, and assignment questions for the specific 
topics covere^. (Author/LJ) 
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FOREWORD ^ * 

BUYING ON CREDIT has been prepared to provide 
Students with basi^ information on how to buy on credit — ••Buy now and 
pay later."^t gives the student the sense of establishing credit capacity: 
developing a spending plan based on individual needs, values and . goals, 
and income. The students should be made aware pf the need to manage 
consumer credit dollars. They should be able to decide/whea to use credit 
and when not to. They must be told that when shoppihg for credit, they 
should look for the best plan to ""meet their^ individual needs and 
requirements. This involves analyzing^ financial situations in terms of 
money earned and expenses that must be met. 

In view of the particular needs of the students for whom 
this' manual has been written, the lessons contained herein have b^en 
carefully written for ease of residing and comprehension. 

Raymond F. Pieslak 
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UNIT I - BUYING THINGS ON CREDIT 



'The Meaning of Credit • 



Lesson 1 



INFORMATION: 



Buying on cfedit means buying now and promising to pay at some 
time in the future. Anyone v/ho buys on credit is known as a credit 
customer or debtor.^ Anyone v/ho sells on credit is known as a 
creditor. A business that buys and sells on credit is both a debtor and 
a creditor. A debtor must pay for whajt he buys just as "surely as 
someone who buys for cash; but he pays later, not at the time the 
purchase is made. 

Every year billions of dollars' worth of goods and services are boudit 
on credit' by people, by businessmen, by government, and by otner 
organizations. 

Credit makes it possible for persons to enjoy many high-priced things 
while paying for them. Because of credit, few people now wait until 
they have the full amount of cash before-buying something. The use 
of credit increases the number of ousiness transitions. Few 
businesses could operate without the use of^credit. 



1. Before business will give credit to a customer, it must consider (think 
about) the thre^ C's,o( credit. 

2. The first is Character. ^ 

A merchant will try to find out if the customer has a good 
reputation for paying his bills when they become due. A merchant 
will not ask a person wHq wants credit if he pays his bills on time, 
but he will ask for the names of other companies where the c&stomer 
has bought on credit. The merchant can then find out from these 
businesses whether the person pays his bills on time. 
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3. Th^ second is Capacity. 

Capacity is another nam^ for ability — will the customer be able to 
pay his bills? What is the person's income? Is the customer's income 
large enough so that he can continue to pay his bills on time? if his 
income is too small, it may not be wise to give him' additional credit 
even though he has had credit before/because he may not be able to 
pay^ his bills. 

4. The third is Capital. / 

How much does the customer own? Capital is the money find 
property owned by a person, if a person owns the house he lives in, " 
that house is. part of his capital. Doe^ a person have a checking 
account and a savings account? Knowing that the "custpAier has 
capital is a good way of making sure that he will be able to pay his 
bUls. 

0 

5. There are credit (>ureaus which keep fUes on aU the people in an^area 
v/ho have used credit. Their information is used by merchants who 
are deciding whether to allow a customer to buy on credit. These 
files contain facts about a person's capital, earnings, and how 
promptly he has paid his bills in the past. 

A merchant can get the answers to his questions about a customer by 
checking with a credit bureau. > 
When a person moves to a new area, the credit record will follow him 
as soon as he asks someone for credit-4n his new area. 



VOCABULARY: 

debtor (DET~er) — a person who owes money to someone 
treditor (CREP— i-~(;er) — a person or organization to whom money is owed 
transaction (trans—AK— shun) — a piece of business that includes paying for something 
merchant (MER— chunt) — a person whose business is to* buy and sell goods 
reputation (rep— yoo—TAY— shun)— what people think and say about a person's behavior, 
character, or work 

credit bureau (BYOOr-roh) — an organization that keeps credit records on people 
file — a ccmection of information about a person. 



ASSIGNMENT: 

^ 

1. A merchant who sells on credit is known as<a 

; 

2. A charge customer is known as a 



3. An organi^ation that keeps files on peopk's credit is called a ^ 

4. What are the jfhree C's of cre^^it? Explain what each means. 
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UNIT I - 



BUYING THINGS ON CREDIT 



Why Buy on Credit? 



Lesson 2 



INFORMATION: 



1. 



2. 



Giving credit is expensive for 
business. It requires a loT of 
bookkeeping to keep a record 
of each customer's account. A 
merchant sells on credit only 
because liTe believes that by 
allowing credh he can increase 
his salesc^a^ his profits more 
than enough to pay for all the 
bpokkeeping. 

A few merchants sell only for 
cas^, but most merchants 
believe that their customers 
expect them to offer credit. 
Customers buy on credit 
because: 



Buying on credit is convenient 

It is easier to make/ several purchases^Jbom time to time in a 
department store witn the uridersttffi3ing that all will be paid for 
when he gets a bill. The customer who buys on credit does not have 
-to worry about carrying a lot of cash when shopping. 

Credit customers may get better service than cash customers. 
If goods that have been bought on credit are not right, it is often 
easier ta exchange or return them than if they had been purchased 
for cash. * , * ' ' 




Credit customers may receive advance notice of sales, . 
Many stores send out notices of a sale to their credit customers 
several d^ys before they advertise the sale in the newspapers. The 
stores can do this because they have the names and the addresses of 
their credit customers, but they usually have no records on cash 
customers. ^ . 

• Buying on credit gives a person a good credit rating. 
When a person buys on credit and pays his bills on time, this 
information goes to a credit bureau, arvd he gets a good credit 
reputation. This" is called a good credit rating. 
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If a person buys for cash pnly, he will never get a creclit ratingJ A 
good credit rating is helpful if you have to borrow money at some 
tim'e. , • ' 

The customer^ m^ he s^^ 1 " 

No matter how careftilly you plan to spend your money, there arev 
times when you may have to make an unplanned but necessary 
purchase. For example, if a tire blew out on your car and you did 
not have the money to pay for a new one, you could charge it. 



VOCABULARY: 



advance (ad- VANS) - ahead of time; ahead of others 

credit rating (RAYT~ing) - a reputation for paymg your bills - ori time or not on time 
charge (CHARJ) - buy something on credit 



ASSIGNMENT: 



1. A reputation for paying bills on tim^ is known as a good 

2. Why does a merchant sell on credit? 



3. . Give three reasons why customers buy on credit. 



4. if a person always buys for cash, can he set up a credit rating? 



ERLC 
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charge Accounts . 



UNIT I ~ BUYING THINGS ON CREDIT 



Lesson 3 



INFORMATION: 



.1. 



2. 



3. 




The charge account is one 
form of credit. The consumer 
buys things without paying 
for them, and pays the whole 
amount later, when he gets a 
bill from the store. 

To open a charge account in 
a store, you must "go to ^he 
credit manager, if the store is 
small^ you must see the 
owner or manager. 

You will be asked to fill in 
an a p p 1 i c ation form for 

credit. The form vvill have questions about you — for e3j:ample, your 
name and address, the»^ame and address of your employer, what . 
your job is, how long you have been working at your present job, the 
name and address of your bank, and whether you have chaise 
accounts in other stores. 

when you are accepted as a charge customer, your charge account 
will be opened. 

r 

You will be given a "charge plate," which is a small metal tag. A 
charge plate usually shows the customer's name and address, his 
account number, amd his si^ature. 

Each, time you make a purchase on credit, you use this plate. You 
give it to the salesperson and he uses it to put your name and address 
on the sales ^lip. He asks you to sign the sales slip. The salesman then, 
compares your signature with your ^nature on the charge plate. 

One copy of the sales sHp will be given to you, to keep as a record 
of your purchase. The other copies will be kept by the store. On 
your billing date (or at the end of the month), you will receive a bill 
with all your purchases listed for one month, and the total amount 
due. This is called a monthly statement. 
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7. , Usually i£you pay the whole amount before a certain date, there will 

be no extra ciii^ges* Many stores allow a whole month 'to. pay,. 

8. It is good to have a charge account, but you must lise it wisely. 
Many times people y^Hl ^pend more th^ they can afford because it is 
^so easy to say **charge itV* . ' 



VOCABULARY: . 

charge account (a— KOUNT) a credit platl under which 'the total amount due is usually 

paid within a month . ^ ' > 

due (DYOO) - owed; to be p^d. ^ ^ . v 

application form * (ap— li—KAY— shun FORM) — a ^papef with questions on it> thSryou 
» answer when you ask for something, like credit, or a job . - 

accept (ak-SEPT) - say y^s ; ' . 

signature (SIG— ra^— choor) — y,our name as you usually write it (not printed) 
statement (STAYT-^ment) — a paper tellingiht>w much money is owed and for what it .is 
" ^ owed; a bill 

- - -'. . : ' /• ■ . ■ 



ASSIGNMENT: . x . 

' ■ . • " ' ' ' . . i • . 

A credit plan under which the* total aijjount due is usually paid within a month is >^ 

known as a • ' ■ ^ 

2, Before you may open a charge accQuntr, what must you do? 



3.'\ it you are -accepted as a charge "customer, a charge account will be opened, and you 
will be given , a which is used each time you make a 

purchase. • . / 



UNIT I ^ BUYING THING* OH CREDIT 



Other Store Credit Plans 



Lesson* 4 ' 



INFORMATION:^ A- credit 'plan means a kind of. 

agreement we make with the store 
to pay what we owe. Most 
department stores and some other 
3^ stores offer several kinds of credit 

plans. 

1. Some dep^ment stores offer 
revolving credit plans. 




2. Under this plan the customer .is 
allowed credit up to a certain 
amount. ' * 
For example, if he is allowed a 
credit limit of S200, he may buy 
one thing for S200, or he may 
buy many cheaper things, so long as the total amount due is no more 
than S200. 

3. He then agrees to make monthly payments on the amount due. 

4. He may make new purchases, if his unpaid balance does not go over 
his credit limit. . 

5. The store makes an extra charge for this plan. It usually is a 
month on the unpaid balance. This is called interests 

6. Other nahnes sometimes given to this kind of credit plan are 
personalized budget plan, all*purpose account, or option account. 

7. Many department stores let the customer use a charge account as a 
revolving credit account. 

8. If the customer pays the whole bill withm the time limit (25 or 30 
days), there arc no extra charges. But if the customer pays only part 
of the amount due, then he must pay interest on the rest. 

9. Some merchants offel* budget plans, which spread the post of 
expensive items over 90 days (usually). This may be called a 3-pay 



10. The. customer charges the item and then pays for it in thrd^ equal 
payments over 3 months/ He does not have to pay any extra charges. 

H. The lay-away plan is u^ many times bv customers to buy gifts, 
clothing, or gather goods that are nof needSa immediately, 

12. Under this plan the customer picks what he wants and the merchant 
saves the goods for the customer. The customer makes pa^in^nts on 
it. ' . 

13. When the goods are paid for,"t|iey^are given to the customer. 

14. Most of the time there is no extra charge for lay -away ser^dce. 



VOCABULARY: . ^ 

revolving credit plan (ree-VOLV— ing) — The customer buys goods up to a credit limit, 
makes monthly payments, and is charged interest on the unpaid balance, 
limit (LIM— it) - the greatest amount allowed 

balance (BAL- ans) — the amount remaining in an account j 
interest (IN— trest) — money paid for the use of someone else's money fof a time ' 
budget plan (BUDJ~it) — the customer pays for expensive items in equal payments over 

3 monjjjs, without paying any interest: - ^ . 

item (EYE— tem) - one single thing 

lay-away plan — The merchant holds the buyer's goods, which are given to him when 
they have been paid for , 



ASSIGNMENT 

1. The plan where the customer buys goods up to a certain doljar limit, makes 
monthly payments, and is charged interest on the unpaid balance i/ called a 



2. The plan where a merchant holds the goods, which are given to the customer when 
they have been paid for, is known as the ^ 

3. The plan where the customer is given 90 days to pay* for an expensive item, with no 
charge for interest, is called a ^ 

4. What is the usual interest charge each month for revolving credit plan 
service? % on the balance. 

5. This comes to % a year. 

8 
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UNIT 1 - BUYING THINGS ON CREDIT 



J 



.Credit Card§ 



INFORMATION: 



Lessoa 



1 — . . - . .. . . - . 

More and more people are using ^edit x:ards to pay for things. These 
e plastic cards th^look Rke dep^tment-store charge'cards but may 
e used tapa^for many different things in many diffe^fent places. 
They' may be used to'buy goods in stores, to pay ^r motel rooms 
and restaurant meals, to rent cars,' to pay for railroad and airplafie 
tickets^to i)uy gifts and flowers, even to pay taxes in ^ome places! 
Credit cards will be issued to people who have good credit, ratings. 
There are many different kinds ^f credit cards. 




1. Oil^ companies give credit cards. These jnay be used at their gas 
stations all over the' country to Buy ^as, oil, tires, other goods, and 
for repairs. Th^ are issued free of charge. 

2. Credit cards are issued by airlines, motels, car-rental companies, an3 
so on. 'These can be used instead of cash for these particular uses. 
They are also free. • ^ 

3. Cards are issued by son\e companies for use mostly during travel, to 
pay hotel and restaurant bills. Some popular cards are American 
Express, Carte Blanche, and Diners Club. The user pays for these* 
cards. 

4. The restaurants and hotels and motels get, the bills paid by the card 
issuers, but they do not get the whole aniount due.. TJi^y get 5% or 
7% less than the whole amount of the bill. This is called a discount. 



5. -The most popular cards of all are issued by banks, ^ame of these are 
Bank Americard, Master Charge, and Uni-Card^ There are many 
others. - • * . 
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6. The bank credit cards can be used in many stores and are also good 
in many restaurants and hotels. 



\ 



7. The user gets the bank cards free. The*merchants pay a discount of 
^ about 5% to the banks when they get their money. 

8. Every credit-card issuer sends a monthly statement to the cardholder. 
It lists all the purchases ^d mnounts paid during the month, 

9. The card-holder pays no interest charges if he p^ys the whole amount 
due within a certain number of days (usuSlly about 2^). 

10. If he 'pays only part of the bill, then he must pay interest on the 
unpaid part — usually \}f0o a month. 

•I 

11. If a credit card is lost or stolen, th^^^wner must notify the issuer at 
once. Then he will ii'ot have to pay the fiills if someone else uses the; 
card. ' , ^ 

12. It is so eas^ to use credit cards that ^ome people find they buy tod 
many things. Thqn they have a hard tmie paying the bills. A person 
must be careful not to over-spend, because with credit cards it*is very 
easy to do this. % . * 



VOCABlJLARY: 

credit card — a small, plastic card that is good for credit in many different places 

issue (ISH— yoo) — *give out, send out — either for a payment or fo^fyee. The person or 

company that issues something is an issuer (ISH— yoo— er) 
discount (DIS—kount) — a part|>f a payment subtracted from the Whole amount 
notify (NbTE--i--fy) ~ let someone know; inform; tell 



ASSIGNMENT: 

1. A plastic cSrd that can be used to make many different purch^es on credit is called 

a . ' 

2. In most cases^ the user pays for the card. 

3. The stores pay the issuer about a 5% J 

\ ^ 

4. Each mpnth the issuer sends the card-holder a 



— \ 

5. if the user does not pay the whole amount, he must pay . on the 

unpaid part. 

6. if^ a credit card is lost or stolen, the holder must . the company 
immediately. 

J 10 
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Statement of Account 



Lesson 6 



INFORMATION: 



Customers who owe on charge accounts or budget accountSv or 
credit-card' accounts receive a record known as a statement of 
account or statement each month. It is not possible to send 
statements to*^ custoriiers at the end of each month. Many stores 
have a way of sending theses, known ai cycle billing. The accounts sa-e 
divided aJphabetically and spread throughout the month. For 
example, statements for customers whose names begin with "A" to 
"F" are made out on the first 9 days of the month. Statements for 
those cu^omere^ose names begin witl^^'G" to **Q" are made out 
from the\o*^the 22nd days; ioi ^^R" to ^iV'\ fror»the 23rd to 
the 28th dlys; and "W" to "Z" on the 29th day. 



JCPenney 



CourftJOK J C Ponfioi Co inc 



CHAJtG* ACCOUNT GTATgAJlSNT 



1 7/1/-- 



misi 
MTUia nos fui 
win Toui rATaon 



■450 .00 1 340.00 1 lQ ^qp__ 

f»iiicicittiao,g^»^. 100^ CO 

ke::x MTffi 13% » nt cjtuaa u? to ISKJ 
ao 1% c« M iton (r.-» $500 

t» to tSQO «3 I2%o« Ti« KCin c;3 $500. 

lA^IO UMl-i' "' ^ 



Mary Saith 

1234 Main Strcot 

Hull, Xlllnolo 62343 
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1. A statement of account ^hows: - 

a. The balance that was due when the last statement was mailed. 

b. The amounts charged to the customer during the month for 
merchandise sold tahim. . 

c. The^ amounts credited to the customer during the month for 
paym^fitS^^m^de or for goods returned to the store. ^ 

d. The balance owed. This is the balance from the previous 
statement, plus the amounts charged to the customer, and' ]ess 
the amounts crecfitecf to the customer. 
The interest (finance charge) and any^ther charges. 
The smallest amount that the customer needs °to pay - the 
minimum amount. ^ 

lany times c^ies of .sales slips are mailed with the statements. ' 
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3. A statement ^ves the customer a complete Tecord of his business- 
transactions with the company. ' ^ 

4. The customer can compare his statement with his copies of sales 
rickets and with his record of payments. If an error is found, the 
customer should notify the merchant, so that it can be corrected. 

^ 5. \When payment is made, the date; and the way payment wa| made 
should be written on the face of the statement. If paid by check, the 
number of the check should be noted. 

'6. All sales tickets and stateBien|s should bfe kept as a record of the 
, ' transactions. . ^ 

7. Hf re is a monthly staterpi^nt from the credit-card department of a bank. 



VOCABULARY: 



TO PAY ^wcams^ BHU 

YOUft ACCOUNT 



BANKAllERtSARa 



s 









wSSm 


r 00 


10.00 


lO.OOj 


U7 30 



pUEAsi Kon Am ctuitss 

Mf. John E. Doe 
456 Mdln Street 
Anytown, U.S.A. 40001 



16201 ' 1-12 I Frlendlv Inn 

0^26 }-l6 Pavnent 

12701 . 3-17 j Plv Awny Airlines 

1720ft ' 3-27 I Colden Courmet Restaurant 

4W01 I 3-28 ; ABC Dept. Store - 



65.20 
20. 50 
36.00 



cacofTLoirr 


TSSm 






8&S? 






TCm jUKUMD 


m 




500 3 53 


40.45 


40,45 


.00 


.00 


4 


147. 30 


14 7.30 



40.45 



445-123-456-759 











.00 


04-03-71 


04-28-71 


.00 



10.00 



PCPrOOtC RAU (ANMUlU. MRCINtACI RATI) 



fUKiuan 






ovn an. 


1.50(1R.00) 


1.00( 12.00) 


1.25(15.00) 



Tho Fifm Thifd Bank. Cmcinnati, Ohio 



Statement of account (STAYT— ment UV a— KCW?NT) — a form sent to customers 
showing a complete record oT business transactions for a period, such as 
one month ' * 
throughout (throo— OUT)" — from the beginning ^to the end 
credit — to ^nter an amount (in bookkeeping) to be added tb an account 
minimum (MIN— i— mum) — the smallest thjit a thing can be — minimum amount, 
minimum temperapire, minimum size, and so on. 
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ASSIGNMENT: " ' 

1. A ^ * of is a form sent to customers showing a 
complet^^ record of business transactions for a certain period, such as one month. 3 

2. How can a customer find out whether the statement he receives is correct? 



3. . What should a customer do if he finds Sn^^^^^r on a statefSfent^e receives ^rom a 
merchant? b ^ - \ 



4. Why should a customer keep his'statem^ts and sales tickets? 





vUn I - BUYING THINGS ON CREDIT 



Buying on Installments 



Le^on J 



INFORMATION: In almost every newspaper you will see advertising statements such 
as: **S10down, balance on easf payment plan"; *'No money down - 
name your own monthly terms"; or ''Only S9 down - up to 20 
^ months to pay." Such advertisements make pjeople want to buy n8w 
and pay for purchases over a period of weeks, months, or even years. 
Buying in this way is known as installment buying or buyirtg on 
installments. 

An installment 2ics:43WtJsJbpened in much the same^way as a charge 
account, Except that the buyer signs a contract. > 




1. A written agreement covering the terms qf the purcljase must be 
signed by the buyer. \ 

2. The buyer receives the item at ^he time he buys^^but does not owrt it 
until all payments have been made. 

A paymen^of a part of the purchase price isUisually made at the 
time of the purchase; this is known as the down payment. 

In a way, the amount that remains unpaid is a loan from the 
"merchant from whom the goods were bought. 



3. 



Tlic buyer promises to make regular payments at stated times. These 
payments are usually made weekly or monthly. For example, .if a 
•total of S60 is to be paid in 12 monthly installments, S5 is paid at 
the end of each one of the 23 months. These payments are callei^ 
installments or time payments. o I " 

The merchant has th% right to take back the goods if payments ^e 
not made as^tated in the contract. 



8. 



I^yments must be made- when due, because in some installment 
contracts all payments come due at once if one payment is missed. 

Items bought on installments are usually expensive and durable, such 
is automobiles, furniture, television sets, refrigerators, and oth^f 
household appliances. ^ ^ 



9, This is what an installment contract might look like. 



StHer'tNimu , 



eontract#- 



RETAIL INSTALLmInT COfORACT AND SECURIIY AfiREEMENT 



Thi uR!j«rsltn«d Otifiln Cflltd Purchaiir. whtthif cm i?r 

IfUttS to . r 

a cecufity Mtmt In, subject to tht ttrna and eontlittonj. 
hiriof, tAt (oJlowbg dnxf tbed property. 

























































DeKf ipttsn of Tr i4« m- 


























Tctil • 







V Insuransa Agraemint 

Ttie purchata of msuraftsa cevaraga Is voluntary 

and not required for credtt . (Type of lns>) 
insurance coverasa is available at a coat ol 
S_ for the term of credit 

. I desire insurance coverage 

Signed— . 

I do Rst desire insurance coveragf 

Signed 



FXCHASETSADORESS- 
CITY 



-StATL. 



1. disHnice 

2: LESS; CA$H GOWN fAYMCNT ). 



TRAOMN 
/tOTAl DOWN MVMENT 



3. 
4. 

5. UNPAtO BALANCE OF CASH fRiCe 

6. OTHEIt CMAJtOES: 



7. AMOUNT riHANCCO 

1 nttANCtCKAI&C 

9. TOTAL OF PAYMENTS - 

10. DEFERRED PAYMENT PRICE 

11. AJtmiAl PaCCKTASC RATE 

Purc^ar hereby egrtes to pay to. 



. at their 

offices ahown above %tf -TrOTAL OF f AYMENT8" 
shown above in monthljj installments of 

$X^__(final payment to be % J 

theiirSlinstallment being payable : 

, and all subsequent installments on the 
same day of each consecutive mon^fi until paid in 
full. Tha finance charge eppUes from (Date) 



Signed- 



Mci.e« to 9uy«T: Vcu art .mJUed to • copy of th« eontrtd you aJfn. Voa h«v« Ihm Hght lo p*jr « •^^'•"'^ ""^J 
b«lanca of IWb contnet •mS oM«ln • pJftUJ rifund ot Hi* nn«ne« ch«fl« b*»*d on t^• "AetumtW M»ihad. [Any ow« 
m«thoa ot coinpuuaoo m»y b« to l<tntin«d, lor MimpJ*. ••Bui* of /rt,** -Sum of th« DJgJlt. "tcj 
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VOCABULARY. • - • . 

inseallmenc btiying (in-STAWL-ment BY-ing) - buying goods and prnmising to make 

' • weekly or monthly payments for them / ^ 
contract (KON— tract) — a written agreenjent to do a certain thing. A contract Ras the 
force of law 

terpns - all the details that are included in an agreemeiy 

down payment' — the part of the purchase price that is paid at the time of buying 
state 7- to say or write exactly what is meant 

durable tIXX>R -3-bl) - lasting a long time ^ . ' ^ 

liance (a-PLY-ans) - a large tool that uses electricity or gas 



ASSIGNMENT: ' . ^ 

ir Buying goods and promising to make weekly or monthly payments for them is 
known' as^ ^ buying. . 

2. The written agreement signed by a customer buying on the installment plan is called 

3. The part of the purchase price paid at the time of buying is called the 



4. if you make a purchase op the installment plan, when do you receive the article 
purchased? 

5. List some items that cbnsumers buy on. the installment plan. 

6. What can happen to goods bgught on the stallmeiS^plan if the buyer does not make 
the payments he agreed to make? <^ . ^ 
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UNIT I - BUYING THINGS ON CREDIT 



Cost of Installmenr Plan l^uying 



Lesson 8 



INFORMATION: 



Why do installment purchases cost more than cash purchases? 

The merchant has the expense of collecting the buyer's money in 

small amounts and of recording the payments. 

Also, wherf you buy on the inst^ment plan, you are really 
borrowing money. You are really using the merchant's money. If you 
had paid cash, he could have put money in the bank and received 
interest on it. Or he could have used it in some other way to earn 
more money. He has th^ right to receive interest on his money ^ 




You shoul^ ^now how much ^xtra* you are paying for being able to 
buy on the installment pl($in. 

For example, a television set may cost $184 — that is, if you are 
paying cash. The same television set on the installment plan may be 
$204, with a down payment of $24 and 10 months to. pay the 
balance. 

The installment price of the tdevision set is . . .,$204. 

The cash price of the television set is. rf 184 . 

The amount paid for installment credit is . $ 20. 

This extra money that you pay is usually called the carrying charge. 
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4. If the installment price of the television set is $204 and you made a 
down payment of $24, you hav^ borrowed $180 from the television 
store. You will pay a carrying chai^e of $20. 

• : — : 



VOCABULARY: * 

carrying charge (KAR-ri-ing CHARJ) 
of record-keeping 



J 

— an extra charge to cover interest and the cost 



ASSIG^IMENT: ' 

1. If a washing machine installment-purchase price is $240, with a down payment of 
^ $30, hqw much is each payment if it is to be paid for in 6 payments? 



If the installment-purchase price of a radio is $75, and it. is to be paid for- in 10 
months with no down payment, how much would you have to pay each month? 



\ 
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UNIT II ^ LOANS 



Loans . , Lesson 1 



, INFORMATION: 



People borrow money in order to pay for many kinds of goods and 
services. They borrow money to pay for houses, automobiles, hospital 
bills, and many other things. People may borrow money so that they 
can buy now instead of waiting for months or years until they have^ 
saved enough to make the- purchase for cash. They would rather 
borrow the money than buy the item on the installment plan. 

1. Consumers may get loans at banks, finance companies, savings and 
loan companies, or ciredit unions. 



-2. All of these organizations make a business of lending money. They 
charge interest on the loan. 

3. These companies are willing to make loans to people whom they 
trust to repay the amount borrowed. 

4. When a person borfows money, he must give a written promise to 
repay it at a certain time. A written promise of this kind is cdlled a 

/ promissory note. 

5. A promissory note may be in the form of a letter, or a printed paper 
that gives the necessary information. 



250.00 



Trenton, N. J., 



December 5, 



Ninety days 



the order of- 



.after date^ promise to pay to 

- Mildred Lender 



Twb hundred fifty and no/100 • 



.Dollars 



People's Trust Co. 



Falue received 

Nn ll Ph., Mays, 



6. A person with a good credit rating may be able to Ijorrow money by 
just signing a note. Loans df this kind are sometimes called signature 
loans. 

7. If a person does not have a very good credit rating, the signature of a 
second person may be demanded on a note. The second person is 
called a cosigner or co-maker, if the person who received the loan 
does not pay back as promised, then the cosigner must pay it. 
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8. In many cases the borrower of mon^y wiU be asked to offer some 
kin4 of security to make sure that the money will be pwid back. 

9. If the borrower .owns an automobile, a savings account, stocks or 
^ bonds, or other property of value, he may be able to offer it as 

security. 

10. A borrower who has no property to offer as security may sign an 
agreement that gives • the lender a right to collect part of tKe 
borrower's wages if the loan is not paid "when it is due. 



vcx:abulary: 

finance company (fi— NANS KUM—pa-ni) — a company whi^h makes small loans to 
people 

credit union (YOON— yun) a kind of bank for people who are workers in the same 
business, or members of the same union, or church, or club, etc. The 
purpose is to help tfce members save money and to lend' money to those 
member^ who need to borrow. 

promissory note (PROM— i—so— ree) — a written promise to repay borrowed money at a 
certain time ^ ; 

cosigner (KO-SINE-er) - a person who promises to pay a note if the borrower does not 
pay it 

security (si— KYUR— i— tee) — something of value given as a promise that a person will 
pay back a. loan 



ASSIGNMENT: 

1. A written promise to pay back borrowed money at a certain time is a_ ^ 

'. ( ^ . 



2. When a second person signs a note, he is called a . 

3. What can be offered as security for a loan? 

4. What is a signature loan? ' ^ 

5. When you borrow money you must pay back the amount of the loan plus 

■ ■ a ■ 
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UNIT II -LOANS 



Cost of Loans 



Le^on 2 



INFORMATION: 



The amount of money paid for the use of som^pne else's money is 
called interest. If a person has money in a savings account in a bank, 
the bank pay him interest for the use of his money. But if he 
borrows money from the bank, then he must pay interest to the 
bank for the use of the bank's money. 

The amount of interest depends on the amount of money borrowed, 
the amount of time for which it is borrowed, and the rate of interest 
he is chained. ^ • 

1. The ampunt a.person borrows is called the principal. 

2. Interest is expressed as a certain part of a dollar. This part of a 
dollar, or percent, is called the rate of interest. 

3. For example, an interest rate of 6% means that 6 cents mu^t be paid 
for every^ollar borrowed. 

4. An annual rate of interest means the interest rate for one whole year. 
For example, if SlOO is borrowed for 1 year at an annual rate of 5%, 
then the interest will be 5 cents for each dollar, or $5 for the $100. 

5. If a person borrows $100 at a rate of 6% for 1 year, he must pay 
back the $100 plus 6% interest. 

If the money js borrowed for 2 years, he pays twice as much interest, 
or $12; for 3 years, he pays $18; and so on. N 

Principal X flate X Number of years = Interest 

When figuring interest, you must change the percent rate to a decimal 
fraction. ' 
For example: - / 

$200 borrowed at 6% fqr 1 year = $200 x .06 ^ 1 - $12.00 
$500 borrowed at 5% for 2 years = $500 x .05 x 2 = $50.00 
$750 borrowed at 8% for 3 years = $750 x .08 x 3 = $180.00 

If money is borrowed for less than one year, the amount of interest 
is fS^red on the fractional part of the year. A month is one twelfth 
(1/12) of a year. 



6. 



Principal x Rate x ^^^^^ = Interest 
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^0 ^ 

8. Fo». example: ^ 

$200 borrowed at 6% for 1 morith $200"x .06 x 1/12 = $1.00 
$480 bdtrowed at 5% for 2 months = $480 x .05 x 2/12 = $4.00 
$900 borrowed at 8% for 3 months = $900 x .04 x 3/12 = $18.00 

9. When a loan is made for a certain number of days, such as 30 days, 
60 days, or 90 days, the interest is %ured by days. We usually use 
360 days as a year. 

So 30 days = 30/360, 60 days = 60/360, etc. 
Principal x Rate X -^-= Interest 

10. For example: 

«500 borrowed at 6% for 60 days - $500 x .06 x 60/360 = $5.00 
$800 borrowed at 4% for 90 days - $800 x .04 x 90/360 = S8.00 



VOCABULARY: , 

interest (IN-trest) - amount of money paid for the use of someone else's money for a 

certain amount of time ' 
principal (PRIN— si— pi) — amount of money borrowed I ' ^ 
.rate — percent; number of cents on each dollar 
annual (AN-yoo-al) - for each year, yearly 



ASS|iGNMENT: 

1. The amount of money borrowed is called the 

2. The amount paid for the use o^ money is called^ 



3. If you borroAved $200 at 6% for 1 year^^ how much interest would you pay? 

4^ If you borrowed $500 for 2 years at 7% interest, how much interest would you 

pay? 

5. If you borrowed $400 at 8% for one-half year, how much interest would you pay? 
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UNIT II - LOANS 



M^e About Loans Lesson 3 



INFOR>IATION: The dafe on which a note is due and must be paid is called the due 

date or date of maturity. 

* . ■ 

1. When th^ time of tfie not& is stated in months, the date of maturity 
is the same day o? the month as the day of the note. 

• -. 

2. For example, if a note for 1 month's time is dated March 15, it 
would be due April 15. If a note' dated March 15 is for 2 months' 
time, it would 'be due May 15. 

y ' * • . . , 

3. When the time of a note is given in days, the exact number of days 
must be counted to j^d th^ date of maturity. 

4. The first day is not counted and the last day is counted. For 
example, if a promissbry note is dated March 15 and is due in 90 

^ days, on what day is it due? - 

16 days remaining in March , I 

30 days in April ^ 

31 days in May ^ 

13 days needed in June to make 90 days 

90 days 

The due date is June 13. j » 

• ■ - -t. - .... . 

5. When money is borrowed from a bank, interest is sometimes 
subtracted from the amount ^borrowed at the time the loan is made. 
Interest paid in/advan/;e in. this way is knovim as discount. 

.6. The borrower does not actually receive the full aipount given on the 
note he signs; he receives the amount of the note less the discount. 
The amount that the borrower receives is called the proceeds. 

^ 7. The note itself is called a discounted note- 

8. For example, if you borrowed $1,000 with the promise to pay this 
amount in 60 days at 6% interest, you would receive $990. 
Th^^^ount on the note (principal)' $1,000 
The discount (interci^t on $1,000 at ^ 
6% for 60 days, subtracted in advance) - 10 

' The proceeds (amount you would receive) $ 990 

y You would have to pay back $1000. 
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9. Instead of subtracting a discount, sometimes the amount of interest is 
added to the amount borrowed, and the borrower smxs a note for 



the total. 

10. For example, if you borrowed $1,200 for 60 days at c8%, it would 
work tWs way: 

Amount borrowed $1,200 

Interest at 8% for 60 days ........... 16_ 

The amount on the note you would sign would be $1,216 



VOCABULARY: 



date of maturity (ma-CHUR-9-tee) - the date on which a note comes due and should 

be paid ^ 
discount (DISS-kount) - interest subtracted in advance from the total ^ount borrowed 
prQceeds (PROH-seedz) - the amount of money received by a borrower after the 
discount is subtracted from the principal 



ASSIGNMENT: 

1. The date on which a note comes due and must be paid is called the date of_ 



2. Interest subtracted in advance from the total amount borrowed is called 

3. The amount of money/received by a borrower after the discount^ subtracted from 
the principal is knowri as the 

4. If a note dated Janua|^ 1 5 is due in 1 month, on what day is it due? 

5. If a note dated April 1^5 is due in 90 days, on^hat^day is it due? 
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UNIT II - LOANS 



Installment Loans , Lesson 4 

_ J _ 

INFORMATION: Many people find it hard to pay back a loan in 6 months or in 1 
year. For example, if a person borrowed $500 for 6 months at 8% 
interest, he might find it hard to save the $520 needed to pay back 
the loan at the end of the 6 months. \ 
Tax, make paying a'loan easier, lenders often arrjAge for the payments 
of principal and interest to be made in weekly or monthly payments, 
called installments. Such a loan is called an installment loan. 

t. Banks* finance compatweir credit unions, and other ore;ani2ation3 
'\ ^ offer insta^lm^trlpans. 

' . i 2. If money is borrowed fi-om a bank on the installment plan, the 
*^ interest is usually added to the amount of the loan, and the borrower 
signs a note for the total amount. 

3. For example, if Marie Jackson borrows $100 at 8% for one year^ she 
n^ay sign a note for $108, which is $100 p|us $8 interest. Since she 
will pay it back in on^ year, that will be 12 monthly installments. 
Each' installment is $9. ($108 divided by 12 payments = $9 each 
month)'. 

4. Marie is not paying ^an annual interest rate of 8%. She is actually 
paying almost 15%! The reason is that she does not have the use of 
the full $100 for a whole year. Each month she pays some of it 
back. That is wtiy true annual interest rate i^ much more than 
8%. 

s ^ 5. Small-loan companies (finance companies) make loans up to $500 
and in some cases up to $1,000. They will often lend money to 
people who do not have the besjt credit ratings. 

6. These companies, however, charge hi^er interest rates on their loans 
than other lenders. Sometimes they also add a service charge to the 
interest charge. 

7. Small-loan companies charge an interest rate each month on the 
unpaid balance until the loan is paid in full. 
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. For example, Jeffry Jackson borrowed $100 from a small-loan 
company and agreed to make payments of $20 a month plus 2^2% 
each month ^bn tH(e unpaid balance until the loan was paid in full. 

^^^Ebe-payments would be as follows: " 



At the 
end of this 
mon th ^ 


Ttie unpaid 

balance 

was: 


Interest to " 
be paid on • 
^le balance was: 


Monthly y 
payment to be 
made on principal 


Total 

Monthly 

Payment 


First 


SlOO * 


■ $2.50 


$20 


$22.50 


Second 


80 


2.00 


20 


22.00 


Third 


60 


i.50 


20 


21.50 


Fourth 


40 


1.00 


20 


21.00 


Fifth 


20 


J .50 


20 


20.50 




0 


^ 'S7.50 


SlOO 


S107.50 



9. In this plan the total amount paid each month is not the same 
because the amount of interest charged on each unpaid balance 
becorhes less. 

« • ' 

10. It looks as if Jeffry is paying a small amount of interest ($7.50) for a 
loajn of $100. But he had the use of the full $100 for only 1 month. 
He had the use of $80 for the next month. He had the use of $60 
for the next month. And so on. 
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11. The true annual interest rate that Jeffry paid was actually 30% (2Ms% 
pef month x 12 months in .1 year). 

L • ' ' - - . 

12. A person who needs to borrow money should try to find out where 
he can get a loan at the cheapest rate. By law a person must be told 
the true annual rate, if a person has a good credit rating, he should 
try a bank or credit union rather than a finance company. 



FUa OISCLOSUII Cf TERMS Cf A CREDIT UNION LOAN 
KDflAi Tlim^4tN!3TMO LAW 
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Michigan State Univorslty Employeos Credit Union 
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VOCABULARY: ^ ^ 

installment loan (in— STAWL— ment LOHN) — a loan paid back in we^y or monthly 
^ payments 

service charge (SER—viss-CHAHRJ) — a charge, other than interest, sometimes added to 

the amount borrowed 
unpaid balance (un— PAYD BAL— enss) — an amount not yet paid back to^the lender 



ASSIGNMENT: 

1. A loan paid back in weekly or montlily payments is called an _ 
loan. 



2. The amount that has not yet been paid back to the lender is the / 

3. A charge, other than interest, sometimes added to the amount borrowed is called 
a charge. 

4. Explain how an installment loan is. different from a regular loan. 



5. -Where can you get an inst^ment loan? 



6. Most revolving credit plans charge l\Wo sl month on the .unpaid balance. What is the 
true annual interest rate? 
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